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Abstract 
 
The purpose of this paper is to explore the challenges facing female entrepreneurs in Kenya. 
The study draws on primary research conducted through face-to-face surveys with female 
entrepreneurs in Kenya in a wide range of sectors, all of whom have their own micro 
enterprises. It draws on the framework of Bates et al. (2007) and Baughn et al. (2006) to look 
at the entrepreneurship landscape in Kenya and the barriers and constraints faced by women 
entrepreneurs as well as the support and opportunities available. It was found that female 
entrepreneurs in Kenya face far fewer barriers to starting micro–enterprises now than ever 
before and that it is proving to be a widely successful model for them to lift themselves and 
their families out of poverty. There are, however, a number of barriers to growth within the 
micro-enterprise sector. On the basis of these, the paper argues that, in order for female 
entrepreneurship to have a greater impact on economic growth within Kenya, the country 
needs to introduce more effective policies, regulation of the informal sector and further 
support to women entrepreneurs, for example through business training, mentoring and 
financial support. The paper presents original research on the growing phenomenon of female 
entrepreneurship in Kenya as a means of alleviating poverty. It considers how this trend is 
related to the growing availability of micro-finance. 
 
Keywords: Female Entrepreneurship, Kenya, micro-finance, empowerment formal and 
informal sector  
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1. Introduction 
Kenya is one of the most resource rich countries in Sub Saharan Africa; its economy has the 
largest Gross Domestic Product (GDP) in Central and East Africa and has shown positive 
signs of growth in recent years. Despite its relative strengths, 46% of the population of Kenya 
live below the poverty line (World Bank, 2013). Traditionally women have played the role of 
housekeeper, mother, wife, child bearer and food provider.  
In the last few decades there has been a global shift towards women’s empowerment and 
supporting gender focused development. Women are gaining independence, becoming better 
educated, entering into employment, and starting their own businesses (Stevenson and St-
Onge 2005). Whilst the demographic breakdown of women entrepreneurs in developing 
countries is very diverse reflecting the structure of their economies (rural versus oil rich for 
example, see Baughn et al. 2006) the theme of empowerment is constant. 
In Kenya, as in other countries in the developing world, female entrepreneurship is associated 
with significant changes to societal norms; women becoming business owners, operating 
independently from their husbands and providing for their families (Kelley et al., 2011). A 
common theme often associated with women’s empowerment is access to finance; something 
that has not previously been so readily available to women. Societal change and the 
availability of finance giving rise to successful female entrepreneurship have two potential 
positive outcomes:  the economic growth of developing countries and the eradication of 
poverty. The issue here is whether the indirect positive effects of microfinance (poverty 
alleviation and enhancement of entrepreneurial skills) are enough to act as a pre-condition for 
economic growth or is further support required? And if so, what kind of support? 
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Against this background, this paper uses a case study of women entrepreneurs benefitting 
from support from two organisations in Kenya to provide a better understanding of the 
barriers and constraints that are faced both in starting and running a business but also in 
expanding that business to the extent that it may support economic growth within Kenya. The 
research questions the paper addresses are:  ‘What is the impact of female entrepreneurship 
on alleviating poverty?  and, is it a viable tool for supporting economic growth?’ 
  
The paper proceeds by reviewing the evidence in other studies on female entrepreneurship in 
developing countries. This is followed by contextual information on female entrepreneurship 
in Kenya and then an analysis of the case study data. Finally the paper draws conclusions and 
proposes a number of policy recommendations that would support economic growth through 
entrepreneurship. 
 
2. Female entrepreneurship in developing countries 
Three interrelated themes underpin the analysis of female entrepreneurship in developing 
countries; entrepreneurship as a way of poverty reduction through raising finance and the 
provision of business skills and training, the political or policy environment and how it 
supports the phenomenon, and the extent to which a  transition can occur from the informal to 
the formal economy. 
Poverty reduction through raising finance 
Studies in development have shown that a key way in reducing household poverty levels is to 
increase access for women to income-earning activities to empower them economically 
(Daniels, Mead and Musinga, 1995, K-Rep, in Bula and Tiagha, 2012). 
Financing has long been identified as one of the major challenges to entrepreneurship as an 
income earning activity, particularly in the earlier stages of the businesses’ development 
(Brush et al., 2002, Carter et al., 2007, Robb and Coleman, 2010). This can be particularly 
challenging for female entrepreneurs who often lack the savings required to attract 
investment or face alternative barriers such as lack of collateral and limited access to land 
(Welter et al., 2007). Welter et al. (2007) find that key factors such as resource constraints, 
environmental uncertainty and specific female aversion to risk-taking, lead them to engage in 
activities with low entry thresholds and low financial risk. 
The advent of micro – credit schemes pioneered by the Grameen Bank in 1976 in many 
countries has been a major factor in increasing women’s entrepreneurial activity. This is a 
method of alleviating poverty amongst the rural poor, particularly to include women who had 
previously been excluded by banks and other lending institutions. The idea was that through a 
small amount of credit, and with education and training about business, women would be able 
to receive credit and start a small business that would in turn generate enough income to 
enable them to sustain their household and support their families. By 1991, the Bank offered 
a wide range of business services and had over one million customers. It was not only noted 
for successfully alleviating poverty amongst the poor, but it was widely commended for the 
work it was doing to empower the poor as well, particularly women (Hulme, 2008). 
However, a background note written for the Overseas Development Institute in 2011 quoted 
Dichter (2006) who found that microfinance had often been used to cover basic consumption 
needs rather than fuel enterprise. In the face of such evidence, the microfinance sector now 
portrays consumption ‘smoothing’ as a new argument for microfinance (see Collins et al., 
4 
 
2009). While consumption smoothing can reduce risk and vulnerability, it can lead poor 
individuals to substitute microcredit for non-existent income in an unsustainable way. This 
finding might support the argument that microfinance is a successful tool for eradicating 
poverty but is not sufficient to support economic growth. 
Critical here is whether microfinance programmes can truly take the place of a functioning 
developmental government in supporting economic growth or whether they simply remain as 
a tool for alleviating poverty and smoothing consumption. The next section explores Ahl’s 
(2006) critique of female entrepreneurship in order to illustrate a concern about the limits to 
the impact of female entrepreneurship on both. 
Women’s entrepreneurship, economic development and the political context 
Studies have shown that women’s entrepreneurship has a positive impact on economic 
development in a number of ways. These include employment creation, economic growth, 
innovation and diversity of entrepreneurship (Verheul et al, 2006 Jamali, 2009). In addition, 
women owned businesses are one of the fastest growing entrepreneurial populations in the 
world (Brush et al. 2006).  That said, Ahl’s (2006) critique of female entrepreneurship 
focuses on three primary criticisms. First the focus on women entrepreneurship studies has 
been far too aligned to economic growth, and as a result has forgotten to explore other key 
areas. Second, not enough consideration has been given to social structures and the collective 
environment rather the focus had been on the individual. Third, research on female 
entrepreneurs and entrepreneurship in general is highly individualistic.  Ahl (2006, 605) 
argued that, ‘contextual and historical variables...such as legislation, culture, or politics are 
seldom discussed’. With this in mind, all three criticisms were considered when approaching 
the methodology of this study and contextual and historical variables remained at the 
forefront of analysis. 
 
Brush et al.’s (2009) ‘gender-aware framework for women’s entrepreneurship’ built on the 
existing “3M” framework (Bates et al. 2007) has been crucial in the development of research 
on women entrepreneurs. The “3M” framework suggests that ‘venture creation is generally 
organised around three basic constructs, namely markets, money and management “3Ms”.’ 
More recently these authors have further explored societal factors that embed 
entrepreneurship in order to incorporate two further facets, “motherhood” and the “meso / 
macro” environment under the “5M” framework. Brush et al. suggest that this was needed in 
order to enable the study of women’s entrepreneurship in its own right. The “5M” framework 
advances the original theory by bringing in contextual variables to include the household and 
family context of the individual entrepreneur (motherhood), as well as the expectations of 
society and cultural norms (meso and macro environment). Brush et al. are clear, however, 
that the addition of these two new dimensions does not take away from the importance of the 
initial 3M framework, and that, “markets, money and management” are essential for founding 
any venture (Brush et al. 2009).  
The paper has already discussed some of the characteristics of women entrepreneurs and their 
reasons for entering into entrepreneurial activities but it is also important to consider that 
entrepreneurship itself can take different forms. Baughn et al. (2006) for example focus on 
the individual, identifying two categories of entrepreneur; necessity entrepreneurs who are 
pushed towards entrepreneurship because of the restrictive nature of the labour market or 
glass ceiling career problems, and opportunity entrepreneurs who experience pull factors such 
as independence, challenge, initiative and ideas that encourage entrepreneurial activity 
(Hughes, 2003; Baughn et al. 2006). Baughn et al. (2006) also recognise, in line with the 
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views of Brush et al. that the level of entrepreneurial activity can possibly be seen as 
embedded in a country’s economic, sociocultural, and legal environment. It could also be 
argued that this is a result of the indirect positive effect of microfinance on entrepreneurship 
and that female entrepreneurs are able to experience these pull factors. Through improved 
social conditions and greater awareness of female entrepreneurship and microfinance they are 
empowered to plan future entrepreneurial activities which could, with additional support, 
have an impact on economic growth (Collins et al, 2009). 
Baughn et al. (2006) developed four hypotheses that provide a more political view of why 
female entrepreneurship is likely to be successful or not. Firstly, they suggest that a country’s 
proportion of female entrepreneurship is positively related to its normative support for female 
entrepreneurship. Secondly, that normative support for female entrepreneurship is positively 
related to a country’s level of gender equality. Thirdly, that ‘normative support for female 
entrepreneurship is positively related to a country’s level of general support for 
entrepreneurship,’ and finally that a country’s relative proportion of female entrepreneurship 
is negatively related to its level of economic development (per capita GDP). 
Beyond the limited opportunities that face women in developing countries, it is also clear that 
societal norms also play a key role in whether women become entrepreneurs (Ahl, 2006, 
Brush et al, 2009). Two key examples of these societal norms are those of ‘male stereotyping 
of entrepreneurship’ (Bird and Brush, 2002) as well as ‘lower credibility and legitimacy 
ascribed to female entrepreneurship risking to constrain the rates of female start-ups’ 
(Baughn et al. 2006 in Jamali, 2009, 235). Baughn et al. (2006, 689) draw on the work of Ahl 
(2003) and Marlow (2002) to conclude that ‘entrepreneurs are frequently described as bold, 
aggressive, calculative, risk taking, and aggressive – traits stereotypically associated with 
males’. This can discourage some women from taking part in entrepreneurial activity.  They 
cite Langowitz and Morgan (2003) and Ufuk and Ozgen (2001) to explain how this might 
have a knock- on effect for the ‘business community (potential customers, suppliers, sources 
of capital) with whom women entrepreneurs interact’ and therefore create a further barrier to 
success.  
The transition between the formal and informal economy 
Baughn et al (2006) identified the restrictive nature of the labour market or glass ceiling 
career problems. For these reasons entrepreneurship is often associated with women, 
primarily within developing countries, leaving stable jobs in the formal sector and joining the 
informal sector through micro finance schemes to start their own businesses. This is 
somewhat contrary to what the literature suggests in terms of the inhibiting environment for 
women in accessing loans and therefore starting their own businesses. The evidence suggests 
that a shift from employment in the formal sector to the informal sector is common to most 
developing countries (United Nations University Policy Brief 2013). To some extent this 
trend explains how, ‘During the past three decades, in most developing countries, growth of 
employment in the formal sector has stagnated or at best shown a gradual ascent while the 
informal economy has increased significantly’ (Bacchetta, Ernst, and Bustamante, 2009 in 
United Nations University, 2013). The Policy Brief cites Chen (2005) to illustrate this point 
who found that in India, the informal economy accounts for about 93 per cent of total 
employment: in Mexico about 62 per cent, and in South Africa about 34 per cent (United 
Nations University, 2013). It has also been noted that throughout the previous decade, both 
national and local governments had realised that the informal economy has become a crucial 
factor in economic development, particularly in developing and emerging countries, and that 
it offers significant job and income generation opportunities.  However, the main challenge is 
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to recognise the barriers to growth and to develop innovative, inclusive and supportive 
policies that recognise the value of the informal economy and the people working in this 
field
1
. 
 
Barriers to growth  
 
Previous authors have paid close attention to why women choose to become entrepreneurs, 
but have failed to examine the extent to which women owned businesses grow, and for those 
that do, how that growth contributes to economic growth. The political context is important in 
understanding why many firms fail to expand beyond the micro enterprise scale. McCormick 
(2001) (in Stevenson and St-Onge, 2005) notes that women owned businesses are smaller, 
less likely to grow, less profitable and begin with less capital investment than those owned by 
men. McCormick attributes three factors to these differences; lower levels of education, 
reduced ability to save, and reduced time available to spend in business due to the dual role 
they are expected to perform at work and in the household as mothers (Brush et al 2006). 
These three factors play a pivotal role in the argument for further support for women 
entrepreneurs by way of skills development and training.  However, non-business enabling 
environment factors such as their attitudes towards business and their entrepreneurial 
characteristics may also be inhibiting growth of women owned businesses. 
The work of Ishengoma and Kappel (2006), Tokman (2001) and Morrisson (1995) refers to 
the idea of ‘formalising the informal economy’ and discusses the problems it presents, for 
example for unregistered businesses which currently do not pay tax. Formalisation therefore 
could present financial pressures. Tokman (2001) argued for a more serious approach to be 
adopted by actors in the informal sector. Earlier, Morrisson (1995) felt that it was the 
responsibility of government officials to address the problems relating to the informality of 
the sector. These two viewpoints suggest that the problems of the informal sector require a 
multi-faceted approach over a sustained period of time.  It can be argued  that responsibility 
does not lie with just one party and that cooperation is needed both in favour of those 
working in the informal sector, and those working with the government to create a set of 
policies and procedures and a business enabling environment that promote pro-poor 
economic growth as a result of micro finance activity. 
3. Women entrepreneurship in Kenya 
Blackden and Canagarajah (2003) for the UNECA Expert Meeting on Pro-Poor Growth, 
titled ‘Gender and Growth in Africa: Evidence and Issues’, highlight two key themes. First, 
‘that men and women both play substantial – though different – roles in African Economies’, 
and secondly, ‘that there is a large body of micro-economic empirical evidence, and 
emerging macroeconomic analysis, which show that gender inequality directly and indirectly 
limits economic growth in Africa’. The authors also suggest that the principal policy 
implications are that, ‘by removing gender-based barriers to growth, Africa will be able to 
realise its growth potential’ (Blackden and Canagarajah 2003, 1).  Within this same paper 
Stern (2002), the World Bank Chief Economist, explains how, ‘states and markets must 
complement one another, that growth is the most powerful force for the reduction of income 
                                                          
1 1. (http://www.delog.org/cms/upload/pdf-
africa/managing_informality_local_governments_practices_towards_the_informal_economy.pdf) 
(accessed February 11 2015) 
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poverty, that trade is a crucial engine of growth, and that development activities function 
more effectively if poor people are empowered’ (in Blackden and Canagarajah (2003, 2). 
In Kenya, recognition of the growth of female entrepreneurial activity and the relative 
success it creates, both in terms of wealth creation and job creation, spurred the government’s 
commitment to, ‘integration of the micro and small enterprises (MSEs) sector into the 
national economic grid’ (Stevenson and St-Onge, 2005, 3). In particular the focus would be 
on the formalisation of the informal economy and the support for growth oriented women 
entrepreneurs. The authors explored the status of the MSE sector in Kenya, and came up with 
a number of findings. Firstly, it was noted that the majority of all MSEs in Kenya had fewer 
than 10 employees, with the majority being sole owned / sole managed businesses. In 1999 
these MSEs accounted for 70.1% of the whole MSE sector in Kenya. They described a 
noticeable gap - MSEs with 11-50 employees - ‘the missing middle’. This paper sets out to 
understand what the cause of this “missing middle”. 
Even when compared to other sectors such as the modern sector (defined as employment in 
public, administrative and private sector organisations), MSEs with 11-50 employees 
represents a miniscule share of total employment.  Furthermore, Stevenson and St-Onge 
noted that there were a further 1.9 million people working in the informal sector and that 75% 
of these were likely to be women running micro-enterprises formed around micro finance 
loans or similar saving schemes. They suggested that it is these two key groups, the ‘missing 
middle’ and those employed in the informal sector, that are the groups that should be seen as 
areas of opportunity for growth and become a key focus area of the Kenyan government. 
Based on this study, these authors made a number of recommendations around the promotion 
of women entrepreneurs in Kenya. Promotion should be specifically targeted at women’s 
access to micro and other forms of credit, women entrepreneurs’ associations and networks, 
training and mentoring, business support and information, the regulatory and legal 
environment and research into the area of female entrepreneurship.  
Promoting women’s economic and political empowerment has gained greater attention over 
the last three decades (Defene, 2007). Since 2008, Kenya has implemented a number of 
business reforms in order to ease the process of doing business in Kenya. Such reforms 
include: access to credit (including credit history information sharing) and starting a business 
(reducing the amount of time to register and digitalising the process). At the same time 
however, Kenya has increased the administrative burden of paying taxes by requiring 
quarterly filing of payroll taxes thus putting another barrier in many people’s way (Doing 
Business, 2013). 
What these reforms do not account for are the 1.9 million business owners that make up the 
informal sector. Whilst access to credit is not a huge barrier at this stage in Kenya, the 
process of business registration seems a step beyond the capabilities of the majority of micro 
enterprise owners. Policies and support to address this gap, the ‘missing middle’ are lacking. 
There is also limited research in this area exploring why these gaps exist. Kimathi (2009) 
emphasises that small businesses are held back by tough local conditions and that some of 
them are unable to raise the significant amount of collateral demanded by banks as a 
condition to access loans. This therefore suggests that they are too big for microfinance 
institutions but too small for conventional banks. 
A study by Fridah Mwobobia in 2012 set out to explore what measures have been put in 
place by the Kenyan government and other institutions to assist small-scale women 
entrepreneurs. The findings, however, demonstrated that a substantial level of support comes 
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from donors and NGOs rather than from political institutions or the Kenyan government 
especially, for business development services and informal financial support. 
Political change has, however, brought policies designed to bring about greater gender 
equality in Kenya. A notable change to the Kenyan Constitution was the implementation in 
March 2013, of the ‘One Third Rule’. This means that there must be a one third requirement 
of either gender in elective bodies. This is a huge shift in the societal norms for Kenya. This 
is matched by a call for more inclusive decision making processes within all decision-making 
institutions and the use of participatory approaches by NGOs and similar organisations to 
maintain this level of inclusion. In Kenya, therefore, politics and legislative change (Ahl 
2006) may well support female entrepreneurship. A better gender balance in organisations 
supporting entrepreneurship might mean a more gender sensitive process of ‘formalising the 
informal economy’ (Ishengoma and Kappel 2005).  
Key considerations throughout the remaining sections of the paper will be both the political 
factors that could prohibit growth oriented women entrepreneurs but also the societal and 
practical barriers that women may face. Without sufficient evidence to suggest that in finding 
solution to these problems lie solely with the Kenyan government, it is crucial to look at the 
role that women entrepreneurs play or could play to further support growth. 
4. Methodology 
The study used three sources of evidence (i) structured interviews with 27 female 
entrepreneurs working within the field of micro finance and women’s entrepreneurship in 
Kenya; (ii) semi-structured interviews with employees of two selected organisations; and (iii) 
direct observation used during a visit to Kenya in June 2013.  The women entrepreneurs came 
from five geographical areas, all within 45 minutes of Nairobi City Centre in built up areas 
with access to vital resources such as banks, hospitals, running water, schools, main roads 
and transport links. The two organisations were Opportunity Kenya from which the majority 
of the sample were selected, and an NGO Action for Children in Kenya (AfCiC). A series of 
interviews were held with employees of both organisations, as well as from the Women 
Empowerment Fund, a government initiative formed as part of the Kenyan government’s 
Vision 2030 programme
2
, and from PwC. Specific areas of focus in the interviews covered 
the areas of access to land and collateral, access to finance, education and training, the dual 
role within the household, and the political and social structure within Kenya and how it 
impacts on women entrepreneurs.  
5. Analysis of results 
The analysis is split into several sections. The first provides a profile of the sample 
entrepreneurs and their firms. It then looks at access to finance and the performance of the 
women owned businesses. It then moves on to look at the types of businesses that are in 
operation and the need for further skills training and support to women entrepreneurs. The 
final section looks at the opportunity for growth and at women’s attitudes towards their 
businesses and the potential for growth. 
 
Women entrepreneurs in the sample   
                                                          
2
 http://www.vision2030.go.ke/ (accessed November 9 2015) 
9 
 
The demographic breakdown of the 27 women interviewed ranged from 25 years old to 45 
years and above with the majority being 35-45 years old. 18 of the 27 respondents had 
received secondary school education although not all had completed the final and highest 
level of qualifications. Five had attended vocational training courses or college, and four had 
only reached primary school level. Approximately 75% of the participants were able to 
complete the interviews in English with little or no support from the interpreter. This is a very 
different profile of female entrepreneurs to that in other countries such as Saudi Arabia where 
two thirds of a similar sized sample were educated to degree level (Danish and Lawton Smith 
2012). 
The survey looked at how much time the women were spending between running their 
business and completing chores. It showed that every woman was working at least 20 hours 
per week in their business. The majority, 22 women, spent over 40 hours in their business 
each week. In addition to time spent in the business, the role of motherhood, or time spent on 
household chores was significant. Only nine women were spending less than 10 hours per 
week on household chores whilst a further ten women were spending 20-30 hours per week 
on their chores. Five women spent over 30 hours per week on chores and three, between 10 
and 20 hours per week. The reasons for this variation were related to the employment of a 
house help, with one third of the participants relying on a house help to complete the chores. 
It has been noted that in Kenya, “nearly everyone, except the very poor, hires domestic help. 
The Kenyan government and other groups studying the issue estimate that almost two million 
households in Nairobi alone employ nannies, cooks, maids and gardeners. They help alleviate 
the burden of the employer by doing chores that they cannot fit into their more demanding 
schedules
3.” None of the women’s husbands are responsible for the chores within the 
households (see also Brush et al 2009). For many of these women, the Motherhood role 
(Brush et al 2006) was dominant in their lives, while others were empowered by having 
domestic help which allowed them more time for their businesses. The employment of a 
home help to support domestic chores is a growing occurrence in Kenya, and particularly in 
urban areas, but it is also a mark of relative success, that a household has enough disposable 
income to employ a home help. This would therefore suggest that the role of motherhood can 
be a clear barrier to success due to its inhibitive nature. 
When asked what businesses the women were operating and their reasons for starting them, 
the responses were similar and included statements such as “I see other women selling so I 
thought I can sell too”. These findings suggest that domestic context and role models are 
examples of how social structures can be important factors in patterns of female 
entrepreneurship in developing countries (Ahl 2006). 
Access to finance 
Most of the businesses had been operational for at least one year, with 14 being over three 
years in operation, and 10 between 1-3 years. Most of those who had businesses of over 3 
years had experienced some change in the structure, nature and set up of their businesses in 
this period. This shows stability within the sample population, even though many are in the 
informal sector. 
It was clearly noted that the size of the loan reflected the nature of the businesses – often 
small and in sectors where average firm size is small – not only the missing middle 
(Stevenson and St-Onge 2005) but also larger firms (Table 1). The most common loan size 
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received was around Kenyan Shillings (KES) 20,000 which is equivalent to approximately 
£180 (2013). The largest loan awarded was for KES 1.3 million (£9,380). This was for an 
established business that had received smaller loans in the past and worked towards this 
amount through successful repayment of previous loans.  
Loan size (KES) No. 
0-25000 11 
25001-50000 3 
50001-100000 3 
100001-250000 1 
250000+ 5 
No loan 4 
Table 1: Loan size used to start-up businesses 
Source: Author’s survey 
 
The four women who had not received any form of loan had started their businesses with 
non-financial support from the NGO AfCiC and had used “merry – go – round” saving 
schemes, along with guidance and support from AfCiC to start their businesses. 
It is also interesting to look at the loan size given and the amount of income that is generated 
as a result, on average each month. Figure 1 below illustrates the loan size against the amount 
of income generated each month. While greater loans in general lead to greater annual 
income, there is a similar variation at all levels of the scale when expressed as a pro rata 
amount. Therefore there is little evidence of any relative effects within different loan sizes. 
The result is in line with what one would expect in any business environment. Women 
participants are operating with relative success proportionate to the size of their respective 
loans. As a result, the income of individuals and households is increasing as is their social 
status in society and quality of life, as evidenced through the use of home helps to support 
domestic chores enabling women to commit more time to running their businesses. Hence it 
could be said that being empowered to run businesses has contributed to poverty reduction in 
this sample.  
 
 
Figure 1: Diversity of businesses operated by respondents 
Source: Author’s survey (2013) 
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However, more interesting is that the scalability of firms seems to depend on loan size. From 
the spikes in the chart, it can be seen that where the loan size was significantly greater, this 
resulted in a substantially better financial performance within that business. The clearest way 
of demonstrating this is to look at the annual income as a proportion of the initial loan size in 
these businesses (see Table 2). Thus the importance of money (Brush et al. 2006) is clearly 
demonstrated in this study. 
 Loan size (KES) Annual income 
generated (KES) 
Annual income as  a 
proportion of initial 
loan size 
Participant 8 25,000 600,000 24 times greater 
Participant 11 50,000 3,600,000 72 times greater 
Participant 13 25,000 600,000 24 times greater 
Participant 15 25,000 960,000 38 times greater 
Participant 16 25,000 900,000 36 times greater 
Participant 20 4,000 360,000 90 times greater 
Participant 21 5,000 120,000 24 times greater 
Participant 22 5,000 204,000 41 times greater 
Table 2: Relationship between loan size and income generated 
Source: Author’s survey (2013) 
 
Amongst the remaining participants, the proportionate annual income generated ranged from 
0.4 times greater than the initial loan size to 12 times greater. All businesses were therefore 
operating successfully as a result of the initial loan investment. 
Loans were received from two main sources. NGO’s or microfinance institutions were the 
most commonly used source of loans with 19 of the 27 participants having accessed loans 
through this means, the majority of those participants being from Opportunity Kenya. Five 
women had accessed bank loans and in order to do so had used savings as their collateral to 
guarantee the loan. Figures 2 and 3 below represent this breakdown as well as looking at 
where the women were likely to go in the future if they were seeking further loans. 
 
Figure 2: Initial loan size vs. monthly income (average) 
Source: Author’s survey (2013) 
 
12 
 
 
Figure 3: Breakdown of source of existing loans 
Source: Author’s survey (2013) 
 
The sample size, however, is small. Therefore too much should not be read into the 
conclusions here. 
When asked the similar question of where they would go in the future to secure a loan, the 
responses followed the same pattern: 18 out of 27 said that they would go back to an NGO or 
microfinance institution - many of them were close to being able to step up to the next loan 
tier. Only three would go to banks, and two opted for savings or personal finance. Through 
discussion it emerged that many of the women were keen to enter into SACCOS - a common 
form of financing micro enterprises in Kenya and many other developing countries, popular 
because of their low interest nature, and less demanding requirements in terms of collateral, 
rules and regulations or bank charges.  
The evidence from this study has shown that lack of collateral poses little or no problem to 
most women in accessing loans, and that, whilst land ownership does provide somewhat 
more of a barrier it does not prohibit them in any way. An explanation for this could be that a 
lot of the more widely documented research looks at accessing finance on a greater level than 
that of micro finance institutions and therefore, in those instances, lack of land and collateral 
are more likely to have an impact. In the case of Kenya, loans are relatively easy to access; in 
most cases, the beneficiary needs to provide a form of ID, either a national ID card or 
passport, needs to be able to show savings to a certain level (usually equivalent of around 
£50), and needs to already have a small business that is in operation (this can be in the 
informal sector, and most often is).  
Usual loan terms require monthly repayments and for attendance at occasional workshops 
within the loan organisation. In the World Bank’s Review (Ellis 2007) Gender and Economic 
Growth in Kenya: Unleashing the Power of Women it is shown that loan repayments by 
women are high. However, the real problem lies in ‘the lack of prevalence of a collateral-
based banking system and lack of a credit bureau that could capture women’s excellent 
repayment rates in microfinance’ (page 46). Though if banks and other loan lending 
institutions were to pay more attention to the excellent repayment rates of women in 
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microfinance they would see that women are in fact a relatively low risk investment 
opportunity. 
Business Skills and training 
A noticeable area of confusion among the participants was the difference between the income 
generated and the profit made, and similarly, when asked whether they paid themselves a 
salary. Most were unable to answer exactly how much profit they retained each month after 
all ‘business related’ costs were taken out. When asked if they took a salary from the 
business, 23 of the 27 participants responded that the profit was their salary. Only three took 
a formal salary and of these, only one had formally registered their business and was 
therefore paying the associated taxes and insurance. This can give a very different view from 
the previous finding where it seemed that all of the businesses were generating a healthy 
income. Given the lack of knowledge and understanding by the participants when asked 
about income and profit, it was not possible to draw a clear conclusion as to exactly how 
profitable each business is. It can be concluded, however, that the income generated was 
sufficient to support the household and sustain the business. Hence entrepreneurship is 
potentially a tool for alleviating poverty. 
Similarly, when asked whether women entrepreneurs kept financial records or accounts for 
their businesses, the most common response was ‘yes they did’. However, after further 
exploration it was clear that the records being kept were simple stock records of what 
products or services were being sold each day. They were not necessarily accounting for what 
money was being invested into the business, nor the costs of utilities, rent, licences or other 
business related costs. Only two of the participants were keeping formal records, with five 
keeping none at all, and 20 keeping stock records as mentioned above. 
The businesses  
Of the 27 businesses in the sample, only four were formally registered businesses meaning 
that 23 remained in the informal sector. The informal sector, known in Kenya as Jua Kali, 
literally translates as ‘fierce sun’ in Swahili. It is crowded and saturated with many similar 
businesses. The World Bank (2006, 32-33) recognises these businesses as predominantly: 
• Selling fruits and vegetables  
• Food operation, sale and processing 
• Selling clothes and shoes (both second-hand and new)  
• Kiosk selling various items  
• Water kiosks  
• Small retailers or hawkers who sell cereals, home suppliers, fuels and other goods 
• Small manufacturing, production, construction and repair of goods. 
These sectors were reflected in the sample of this study. Figure 4 shows that the variety of 
business being operated by the women respondents reflects this diversity.  
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Figure 4: Diversity of businesses operated by respondents 
Source: Author’s survey (2013) 
 
Informal v formal economy 
Of those businesses that were not registered, the majority of women were forced to pay some 
form of “fees” to the local councils or local health officials (in the case of businesses serving 
food). These “fees”, paid daily, weekly or annually, were not accounted for nor was any 
official documentation or receipt of payment generally given. Many of the women expressed 
their fear that, despite paying the fees to keep the councils off their backs, there was nothing 
officially preventing the local councils from closing down their businesses at any time should 
they choose to. Therefore their businesses were always at risk as was their own welfare and 
that of their families. Through further questions we tried to uncover what exactly happened 
with these fees that were being paid on a daily or weekly basis but clarity was lacking. There 
was little sign of infrastructural development or business support from the local authorities. 
The entrepreneurs were asked why they had not chosen to register their businesses. This 
question posed clear uncertainty amongst most responses with answers ranging from being 
‘too expensive’, to ‘businesses being too small’, or ‘no reason’. Business registration is not 
promoted in Kenya, certainly not at the micro enterprise scale. Even when asking the staff of 
Opportunity Kenya, it seemed that this was not something that they as an organisation 
directly encouraged nor discouraged. Figure 5 shows the reasons why the women had not 
registered their businesses. 
 
Figure 5: Reasons why women hadn’t registered their businesses 
Source: Author’s survey 
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However, over three quarters (78%, 21) of the women felt that guidance for registering their 
business would be very important or important. This demonstrates the clear potential for 
growth in this area and illustrates that if there were inclusive and pro-poor approaches to 
business registration, the impact could be felt across the board. For each of the other support 
areas, all 27 women responded that support in that area would be very important or 
important. This demonstrates a clear willingness to learn, but the question that emerges 
immediately is the feasibility of providing such support as well as what the value or gain for 
the women would be.  
Barriers to growth 
The questionnaire looked at barriers to business that the women faced within the business 
community. The responses to this section were mainly positive and overall there was 
definitely the sense that there were in fact no major barriers preventing the women from 
running their businesses and achieving success. The two areas of “Access to capital and 
loans” and “lack of land ownership” were the only responses that generated a significant and 
unified response rate of over 50% in each case agreeing that it was in fact a barrier. 70% and 
56% of the women respectively felt that these areas were barriers to their business. The other 
areas were represented as below in Table 3. 
 Is this a barrier to your business? 
 Yes No 
Access to capital / loans 70% 30% 
Lack of collateral 26% 74% 
Lack of land ownership 56% 44% 
Access to markets and customers 22% 78% 
Too much competition 44% 56% 
Cost of registering your business 37% 63% 
Lack of networking opportunities 30% 67% 
Lack of training opportunities 44% 56% 
Lack of NGO support 48% 52% 
Gender 11% 89% 
Table 3: Potential barriers to business and women’s responses to them 
Source: Author’s Survey (2013) 
 
Areas that were highlighted as not being barriers by the majority of women were lack of 
collateral, suggesting that the ability to save is greater than perhaps research would suggest of 
the group. Access to markets and customers was also strongly viewed as not being a barrier, 
and finally, most poignant of all was that 89% of the women felt that gender was not a barrier 
in any way to their business. This strongly differs from much of the research conducted in 
this area (see for example Danish and Lawton Smith 2012), and highlights Ahl’s (2006) point 
about the critical importance of social structures and the collective environment. 
Support for women entrepreneurs in Kenya 
The final part of the questionnaire was intended to explore the women’s own attitudes 
towards their businesses and what the women participants feel they need in order to improve 
their businesses. It was aimed to get a sense of their aspirations in the context of the 
difficulties they face. They were asked to rank several areas in terms of importance, and the 
cumulative totals can be seen in the Table 4 below. 
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Area Rank 
Business management training 1 
Raising the profile of women business 
owners 
2 
Business registration support 3 
Access to loans 4 
Networking opportunities 5 
Skills training 6 
Table 4: Ranking of order of importance according to responses from women participants 
Source: the author’s survey (2013) 
 
The interviews revealed that most of the loan beneficiaries from Opportunity Kenya attend a 
one day course which teaches them about the terms and conditions of the loan and the 
repayment terms. This one day course touches on basic level marketing, promotion and stock 
control techniques. However it does not extend fully into wider areas such as financial 
management, reinvestment for growth, marketing, becoming an employer, use of IT within 
businesses or other specialised skills training. This is not meant as a criticism of the work of 
Opportunity Kenya and there are clear reasons why further training is not able to be given to 
all beneficiaries, most simply because of volume of beneficiaries and resources available. 
When asked what type of training the women felt they would benefit from, the responses 
were as below in Table 5. 
  What training would you find useful? 
  Finance Management 
Market 
research  
Life 
skills 
Rights and 
responsibilities 
Skilled 
training IT 
Yes 20 17 21 6 14 9 7 
No 7 10 6 21 13 18 20 
% 
Yes 74% 63% 78% 22% 52% 33% 26% 
Table 5: Types of training the women felt they would find useful 
Source: Author’s survey (2013) 
 
There is thus clear evidence of a need and desire for training in relevant areas and in areas 
that have already been widely noted as fundamental to business success. Furthermore, when 
asked whether the provision of four key support services / areas would be important to them 
or not, the responses were positive for nearly all participants. The four areas were: 
 Guidance to registering your business 
 Access to capital / loans 
 Training opportunities 
 Networking opportunities 
6. Discussion, conclusions and recommendations 
A number of barriers and constraints to female entrepreneurship and its impact on the 
economic growth in Kenya have been explored. Three themes have formed the framework: 
poverty reduction through raising finance, the political context and the informal versus the 
informal economy.  
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Using the frameworks of Brush et al. (2009) to explore the macro / meso and motherhood 
factors of women’s entrepreneurship, it became clear that at a macro level, the creation of a 
more favourable business environment within Kenya and the formalisation of the informal 
economy present great opportunity. Through this process, economic development would be 
encouraged by the reinvestment of micro finance loans back into the economy whilst 
simultaneously having supported an individual, a family, and in some cases communities out 
of poverty.  
Although Baughn et al. (2006) framework was relevant it would seem that the changing 
societal norms in Kenya, and the empowerment and acceptance of women as business 
owners, and as decision makers, means that much of the negative perception of women 
entrepreneurs has now been somewhat removed in Kenya. The study shows that women are 
successfully operating micro enterprises and are successfully competing against men.  
A key focus was looking at necessity vs. opportunity entrepreneurs (Baughn et al. 2006). 
Findings from this survey strongly reinforce the work of Baughn et al. and show that some 
women in Kenya are leaving stable jobs in the formal sector to start their own enterprises, a 
more favourable work environment. Consideration must therefore be given as to whether 
entrepreneurship in this manner could be confused with self-employment. Are necessity 
entrepreneurs in fact self-employed women rather than opportunity entrepreneurs who are 
looking to exploit market potential. Are they purely finding a means to support consumption 
smoothing rather than contributing to broader economic growth?  
Accessing finance, and starting a micro enterprise as a woman entrepreneur in Kenya is not 
as difficult a process as the literature might suggest. The majority of women become 
empowered by the availability of microfinance and thrive off their role as being the business 
woman, and in many ways are not deterred or held back by their dual role of business woman 
and keeper of the household. There was a general consensus that being a woman raised no 
barriers to success or becoming an entrepreneur and would perhaps suggest that the pull 
factors towards entrepreneurship of ‘independence, challenge, initiative and ideas’ (Hughes, 
2003, Baughn et al. 2006) are relevant to women entrepreneurs. The evidence in this study 
suggests that it is necessity that drives women to entrepreneurship, but, it is the 
aforementioned ‘pull factors’ that keep them motivated and aiming for success. Questions 
remain, however, over how success is defined and whether there is really any desire from the 
women to contribute to economic growth. In other words the evidence here suggests that 
microfinance is in some cases purely a self-alleviating poverty tool. 
Moreover, education plays a key role in the success of women entrepreneurs. There was a 
clear desire by the women to learn, specifically around business training and business 
management (one of the three elements of the 3M framework, Brush et al. 2006). Whilst 
many might not have gained the secondary school qualifications there is clearly scope for an 
intermediary level of business training that would not only benefit the women and their 
businesses, but also the community around them. 
The success of the participants in operating their businesses has resulted in their being able to 
support themselves and their families and, in many cases support others in their community. 
This is another positive impact of micro finance and women entrepreneurship and in line with 
the original intention of the Grameen Bank (1974). On a micro scale this is a positive 
outcome.  
The lack of desire by the majority of respondents to grow their businesses and expand to 
greater levels could be explained as an unintended consequence of the loans. It is possible 
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that micro finance loans have allowed them to create a sense of ‘consumption smoothing’ that 
is acceptable. The responses given as to exactly what the loans were spent on or what 
‘income’ their businesses generate each month would suggest that there is a lack of 
sustainability within the group and their businesses. An alternative explanation is that it is 
simply a lack of knowledge and education around how to grow the business that prevents 
them from growing their businesses. 
There is a notably higher standard of living of the participants than perhaps one would expect 
from a group that represents some of the 46% of Kenyans that currently live below the 
poverty line (Unicef, 2013). The majority of participants were living in houses with access to 
running water and electricity, in secure buildings. They were able to provide for their 
families. In appearance there was an overwhelming sense of a group of women who were 
moving out of poverty; a group of people who were in fact ‘business women’.  That is not to 
take away from the enormity of the challenges they face each day to ensure that their 
businesses operate successfully, but more a reiteration of the findings of Dichter (2006) and 
Collins et al. (2009). 
Finally, one of the aims of this study was to look at how Kenya could maximise the 
opportunity that the informal sector provides in a way that is likely to benefit the economy as 
a whole.  The survey results would suggest that at a micro level support from micro finance 
organisations to the women entrepreneurs would have a positive impact on growth and 
sustainability. Primarily, this is through the provision of training and support around business 
management, business growth and operations, networking and access to credit. At a macro 
level however wider government and institutional support is required to create a supporting 
environment for economic growth. This can be supported by referring back to the framework 
developed by Stevenson and St-Onge (2003). This integrated framework for the support of 
women entrepreneurs demonstrates the need for collaboration between the micro enterprise 
organisations and the broader macro environment involving for example the Kenyan 
Government, so that there is policy coordination and leadership, and also advocacy from such 
organisations as the Women Enterprise Fund as Part of Kenya’s Vision 2030.) 
Whilst these frameworks support the findings, they also show that there are limitations to 
existing studies. It is crucial to further explore and understand the attitude and mind sets of 
the Kenyans who represent the informal sector around the welfare system, and contributing 
back to society. Without a clearer understanding of how they would cooperate going forward 
and the commitment to the support of economic growth, the implementation of policies and 
programmes to support women entrepreneurs could be detrimental to the current success of 
micro finance programmes. It is also important to better understand the migration of people 
leaving the formal sector to start up their own enterprises in the informal sector and look at 
ways that this can be minimised through incentives, training and investment in human capital.  
It is evident that women entrepreneurs are making a wholly positive impact on themselves, 
on their families and on communities in Kenya. Women represent a huge percentage of 
Africa’s so called ‘untapped potential’ and this study illustrates that they demonstrate the 
strength, courage, and determination to achieve success through entrepreneurial activities. 
Changing societal norms in Kenya means that women are becoming empowered at all levels, 
and as time progresses this will continue to have a further positive impact. The focus needs to 
remain on how to maximise this potential and the size of the female entrepreneurship sector 
to benefit the country as a whole.  
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